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CHINESE COMMUNIST CAPABILITIES AND PROBABLE 
COURSES OF ACTION THROUGH 1960 


THE PROBLEM 


‘To estimate: (a) the 


@ political, sic stia aid akinsy Sbunaa vandal 


nesses of Communist China; (b) Sino-Soviet relations; and (c} Chinese Commu 


nist courses of action through 1900, 











cate regen "part reched or sur 


passed previcus peaks. As & result of ite - 


achievements and growing p 
munist China's prestige and influence in 
Asin. have greatly imereased. (Paras. 
10-12} 

2. The Chinese Chinese Coimmunist regime ig 
A ccinca et cae 4 etal eae 
cultural eeonomy into am industrialized 
Soviet-style state. To this end it has 
scheduled large investmenta over the 
next few years and, to mobilize resources 
for the program, bas taken measures to 
restrain. oe . and to sep up its 
ureuit of Sts goals, the government will 








at 


encounter serious problems in the lack af 





the regi 
over, ss Pelping eonfronts these problem 
ani attempts to deal with the difficulties 
oclalization, shifte in the influence of. 
ieaders may occur and purges may be 
expected, especially at lower levels. How- 
ever, we believe that Peiping’s control 
apparatus will be adequate to maintsin 
the stability of the regime, (Paraz. 29- 





$0, 33-34, 45, 94) 
2. We estimates that by 1957 the Chinese ~ 


Communists will attain many of the goals 
of their first Five Year Plan, which, 
emphasizes heavy industry, though there 
will be shortfalls in steel, pig iron, trucks, 
petroleum products, and food crops. (See 
table and note on page 12.) They will 
probably not be able to develop cer 
tain of their planned capacities, The 

gross yalue of industrial output will prok- 
Sly inerense about 76 pereant duting the 
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Plen period as agairist the goal of 96 per- 

cent. By 1960 the Chinese Communist 
industrial base, which in 1952 was less 
than one-third that of Jepan and pro- 
duced only a limited range of manufae- 
tured goods, will have greatly expanded 
though production in Key industries will 
atill be well below that of Japan in 1954, 





Communist Ching will still require con-— 
siderable Bloc assistance to meet ite 


economic nesds. We helleve that agritul- 
tural output will increase by about 10 
percent Instead of the 23 percent planned. 
by the Chinese Communists but that this 
vill not necessarily affect their industrial 
should agricultural out- 
put fail to make ‘this Hinited inerense, 
industrial goals will almost certainly be 
adversely affected. (Paras. 42, 59, 02, and 
Ohart Il, paged} 
4, Communist Ching, with extensive S0- 
viet aid, will have further strengthened 
and noodernlved ite armed forces by 1000. 
th the absence of extensive US counter+ 
action, Peiping will retain the capability 
to overriin South Korea, Taiwan, and 
mainland Squtheast Asia. However, 
Communist China will still suffer from 
military wenknesses, particularly air de- 
tense deficiencies and lack of an adequate 
indigenous armaments base. We have 
no evidence that Communist China pos- 
Sieses any niclear weapors, and It has 
only a primitive nuclear regeareli capa- 








‘bility. However, if the USSR were to 


provide the necessaty equipment and 
techniclans, the Chinese Communisis 
could in a short time achieve the capa- 


. bility to use nuclear weapons, (Paras. 


MN, 83) 

5. The relationship between Communist 
China ard the ESR has become one of 
an aliisnee bound together nol only by 


2 





ideological ties, but by common hostility 
to the US, military interdependence, and 
the mutual advantages of concerted dip- 


_Tomatic and _ “revolutionary” activities, 


Peiping’s military and economic depend- 
ance on the USSR will cause it to con- 
tinue to give Moscow's views great 
weight om major questions of global pol- 

icy. However, Peiping’s tactical position 
in many areas gives it considerable poten- 

tial for influencing Moscow, Although 
believe that common objectives and mu- 
tual advantage, and Peiping’s continuing 
dependence on Moscow, will serve to pre- 
went any significant weakening of Sino- 





Soviet ties at least through 1960, (eae. : 


95, 28-160, 102-103) 


6. Chinese Conmununist foreign policy will 


continue to be focused on gaining control 
of Taiwan, reducing Western (and espe- 
clally US) influence in Asia, and extend 
ing thetr own in the area, Peiping will 
continue te pursue policles emphasizing 
politivel rather than military action ag 





jong as its objectives are acceptably . 
served by this means. The major factor: 


in. this consideration will be their esti- 
mate of the risk of US military counter- 
action; thus Communist China will 
prokably emphasize political action over 
the next two or three years, The Com- 


mitniats may again resort to military ~ _ 


action at any time they estimate that 
the benefits ta be chtained will outweigh 





the military consequences of such action. | 


In behalf of the joint Since-Soviet polley 
of “competitive couxistente with tre capi- 


talist bloc,” Petping is likely to play up te. 


neutralist snd oationalist sentiment in 
Asis, manipulate the Indochina and Tai- 
wan issues to divide the West, and exploit 


such vulnerable situations as ROK-Japa- 


— sEgaet 
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etal limlts of Bloc strategy, in ander ta 
sie rel ths r claims and 

alons, (Paras. 105-106, £12-113) 
4. The Chinese Communists will prob- 


sie oer adicpel igs texkars nha 
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almost fia conduct Probing apera- 


tions agains them. [f the Chinese Come 
mhunisie became convinced that the 7 
would net aasist in defense of the islands 


with ite own forces, or react in atrength 


elsewhere, they probably would attempt 
to seize them. Should Pelping'’s forces 
en. ccoupy the Nationaligt-held 
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offzhore jalands without incurring U3 - 
military retaliation, there would be an 
intensification of the campaign to obtain 
Taiwan. (Para. 179) 


%. Peiping will continues its efforts, in con- 
junction with the Hanoi regime, to ex- 
pand Communist inituence and control 
in South Vieknam by attempting to dis- 
eredit and undermine the authority of 
the Dfem government through propa- 
ganda and diplomacy. Even if the Viet 
Minh are delayed In extending their con- 
trol over South Vietnam, Pelging will 
probably not encourage the Viet Mink to 
Tanew open hostilities, However, at some 
point hog probably will encourage 
increased Viet Minh guerrilla activity in 
South Vietuam, Actions beyond that 
phase would probebly depend upon the 





‘effectiveness of Dier’s counteraction and. 


the of the US and the SBATO 
powers, (Para. 121) 


% The possibility of a Comorunist-inl 
tiated war.in the Taiwan Straits, Tfiet- 
nani, Laos, and even Korea will conlisa 
toexist. Moreover, Pelping would aloist 
certainly react with forte if Communist . 
cits hal cgtanb dg Vietnam 
were seriously threatened. It would al- 
most cettainly retaliate to any sharp in- 
crease in the level of Natlonalist attacks 








_ against inst the mainiand. (Para. 116) 


"DISCUSSION 


i, The basic objectives of the Chinese Com- 
muniste appesr to be: {a} to develop a Soviel- 
style state in Ching with a strong induateial 
ecomomy aru a modem miiiitery evtsblish- 
met: th} to eliminate Weatern (amd espe- 
clally US) infiaence aad power and toachieve 
dominarics In Bast Agia; (0) to establish coti- 
treed over ‘Taiwan and other arcas which they 


zEC 


rogard og traditionally Chinese; (d} to achieve 


recognition as a major world power: and {a}. 


in. general, fo promote tha goals of interne 
toreay Bisa: rise BRETT EUs Th. us 

LL. Bines ity formal catablishment in Peiping 
in. 248, the Communisk regime has shown 
Gexibility, = and ruthless determination 
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firmly established and its control effective. 
throughout the mainland area. War-tara and 
neglected industry amd comininications 
largely tohabilitated by 1952, production in 
meat important sectors has reached of sur- 
passed prewar peaks, arel suialization on the 
Soviet model Is well advanced in all Relda 
except agriculture and refall trade. The 
armed forces have miadé great progress In 
lt pasa farmed formations 
to well-organized regular units with modern 
Soviet equipmenk, 
14, ‘The regime hes alon greatly enhanced the 
fatceaie na peadign & Cones’ Chica 
aig its power and ability to influence 
Asian developments were demonstrated In 
Horea atl Indochina. Tis astute among 
Asian states has been enhanced by its skilifal 
dintomacy at Bandung and by the establish 
ment of contact with the US on the sribassa- 
doriad level. Strang presstmes have developed 
in the Fres Warld for x reduction. ot coutrals 
ait tracte wiih, Communist Ching and for ite 
entry ite the UN. Meanwhile, the Si-Soviet 
aliance has given Pelping considerable atric 
tegic mecurity aa access to the material re- 
aouress of the Bloc, both of which have greatly 
reduced Petping'’s vuinevabiilty ta non-Com 
Taunlst pressures, =~ 


13. However, during the period of this esti 
mate Paiping almost certainiy will not eus- 
tain the momentum of ite fret five yeara, The 
Chinese Communists hare only recently come 
to grips with the basic problems involved. in 
the dregtion of a socialized national economy, 
ard these will be difieult ta resolve even with 
the berteHt of Boviet mxperionce. : 


1, DOMESTIC PROBLEMS 


i&. The Chinese Communists deine Uie pres- 
ent stage of their internal development a5. 
“the tranaition to soclallen." While they ane 
ee Sole tactics cone 
tinue ta be modified by Chinese Communist 
experience and by flexibility toward groupe 
whier Eney regard as bestcaliy hostile, Fei- 
plug hes sought to utilies the party's mony 
oly of power and the state's dirset control af 











ae 


t 4 


ceonomis Yay polnta to comee the remaining 
private producer of goods and services fr 
amepting sovialist econamdc fork, pedir 





‘af pretmute and abelal change have been fol- 


Inwed ty brief reapites. ‘This tactic of fen- 
sion and release” has been applied la recent 
years both to unnerve the populace and to 
destroy whatever cohesivedens and independ- 

and wellto-do peaniota may have 





{See Chart 1, page 5) 


18, Party ieadership. ‘The Chiness Commu 
nat pexty dominates and controls the gov~ 
armment strackure, Although wa ave little 
information om the disibution of power with- 
in the patty, (he supremscy 
Tha Man ‘Te-tong appears abeolite, Mac ty 
Chairmen of the party Polithars and of the 
Seerstaciat of the Central Commuttes, as weil 
aa formal head of the government. 


41, Mao's position wieder the new comatituiion . 
: requires a lese active tole fa the formal dices. 


ilen of got mental affeirs, and important 
areas of influence appear to have heen dele- 
gated to other leaders. Liu Shao-chi, who 





ranks next id Map in the party hlerearchy, . 
seers to conkral the party organization; Grew 
Exvial, whe ranks third in the Palitiure, hes 


become the dominant figure in government 
administration and foreign aifairs; and Chen 


of party chak~ | 


) 











Seek SiTtt 





NOLVZINVOUO INSWNHSAOS UNV ALtyd 





| La? 














SEC 


‘Yun seems to have the targest role in economies 
affairs, Although Chu Teh is a venscatad 
military leader and Vice Chairman of the 
“Peoples Republic of Ching," he is nearly 70, 
and Peng Te-hual, newly appointed ax Minis 
ter of Defense, has assumed active leaderehip 
of the armed fnvces. 


18. The first high-level party purge since 1258 
took leon dusteg 1896 ten trac Kang, sabe 
planning chief and sixth-ranking muber of 
the Folithar, and tao Shu-shih, party or- 
ganizational chief, wete temioved fram the 
party and imprisened together with a norm 
her af thebe associates, ad's death has since 
been, annoriced, fut Jao’s fate is dnleewit. 
Kao and Jao had both bem veteran members 


saoking party leaders In Northeast and ast 
Ching respectively until 1959. : 

15. Whilg the actual dofells of the Kao-Juo 
affair ati] remain ehrouded in mystery, the 
chief reason for the purge was probably an 
ee ee 





may ale have attempted to make eorannane 
ae ice ee 
ois sae ee an 


nilinenagealy there is no evidence that 
the purges have had any lasting effect on the 
stability af the inner core of party leadership 
or its eblilty to conirel the party, Simul- 
taneously wilh the purge announcement In 
oe ee % Tew Coie 
ro. commission to check on party discipline, 
ia tee rates contronta the probleni of so 
cieligation, shifts im the infiuence of leaders: 
Thay Occur antl plirges may Im expected, expe 
cleliy at lower levels, 
ai. The question of Mao’ successor will grow 
in Gmportance since Mao is now 62 atu pos 
sibly in. poor henlth. Ih is doubtful if any 
imdividual in the evant of Mao's death aould 
be In a position for some time to assume 
the fall authority held by him, and an atfort 
wold probably be made to establich some sort 
of collective lexlership. 


aT é 


ee ee a, 
lest positions to hid far preeminence. Lin, 

second only to Mac in formal party Wstings, 
js known as a theorist whose attention has 
bean. largely formed on internal party mat 
ters, @how hes had a broader range of expe 
rlenee and contacts ard fee & reputation for 


tactionl elasticity. However, thelr expressed - 


vitwe an major policies have not been In cone 
fie. Harring any major aethecks to the re- 
gime, the differing backgrounds of these and 
other lenders appear toore Hkely to aerve ae 
complementary formes in ioplamenting 

polity than es causes of serious conflict, 


ied Gad ie 


the rale of fhe leaders renin greek, the direct 
ee ee ee 
bets steadily curtailed, partioulasty since 

dissolution of She regional governments - 
1952-1054. The newiy created National De- 


tense Council appeats to ie largely an ade 
bg tons Algeal owing ae 


the People’s evolutionary Miltary Counell. 
Control of most of the internal security forces 
has been takew away from ihe axed forces 


. and placed under the Misilster of Public Se 


courtly. “There sopears to ba inereasing inte. 
gration of the civil and military elements of 
the moyertiment, 

4. There is firm evidence of actual conflict 
itso aso pascomga agmvtiee ihe 
primarily political group. It fe possible that 


there tay have bem some sympathy among. . r 


tallitery commanders for the slleged Deltef of 
eo Kang that “the party was ged ape 
army" and that these with party experience 

in the old revolutionary baw areas should 
take precedence over nonmilltary leaders, 
However, the high party status of many mill- 
tary commanders gives them a vested friterest 


in the regime, and tha long established sys 


tem of political officers within. the army pro- 


videx a constant check on Hie activities of 
military leadera. We believe that there is 


Httie preagect of dUferencea which 


seriously affest the cohesion, or stabaity of 


the tepime during the perlod af this eatinate, 


25. ‘The Chinese Communist Party, with a 
membership of over eight million or Lid per- 
cent of the population, is substantially smaller 


ako Reet 





oleae” a, 


Hoe ne aise Seen 


angeet T 


ts proportion to population than Commnmist 
partis im other Bloc countries, Although 
there is np atiortage of potential memberd, 
there ts & serious protien i quality und pe 
iitheal velbability, an eight-year program program af 
syatemalic polities! indoctrination 

Hated in 1986 for Bian ave million parti 
members aad ndnparty inteliactuals, Deaplte 

these efferta to improve the quality of the 
party, govertmneniad efficiency will continue 
to be hampered by low levels of literacy and 
ty friction between old reveiutionarics and 
now burcancrate, 





aomtent mounted, aye weal al aie 


——* the local level increasod. Oltictel 





ee 
“eeonomnle 


 acsel aie wae e 
with considerable resistance. Their attempts 
to destroy family proprietorship ard family 
eclvesion have goneratad widespread resents 
ment. The regime has slackened liv efforts 
to enforce its merriage Iw, and reform af the 

mpted primarily by 
the indoctrination of youth, 

#6, Chinese intellectuals, many of ‘ghom ave 
been, educated in the West or exposed to 
Western tidught, also pose a serioed proklen. 
beg en gage Hoge UL dependent ot 

thelr skilla, The cscnpeign to obtain thelr 
conformity was sccelereted in May 1085 when 
Hy Fong, 4 writet whe premed for greeter 
freed of expression, was accused of leading 





& vast conspiracy against the state. Abjeck 
confessions by bvtellectusls were published 
smd mass meetings were organized fd dite 
taumee and “the remnants of Ho. 
Feng thought” in such widely diverse Heide ax 
tiedichne and plant mniagenent. 


6 ee ee 
are discrganised te pose a serious threat 
Ds in sheep at the Paani eines: The 
reoent emphasis of security and the helpht 
ening of vighanee during the post year may 
haw tasers 1 intended to provide a ra- 
Lidnada for continued austerity and stringent 
scone controls by crenting an atmmephere 
of-fear and tension, The regime now has « 
large and effective comtrol system, including 
an internal security feres of about 500,000 
iii im addition fo the atmy. Ab the Toral 
level, & system of “security defense commit 
” “uiban realdents’ comuittess,” and 
other tmest organizations provides additional 
controls which extend into every sirest and 
small communtiy. As tor process of gocieiiza~ 
ton progresses oer the riext five years, popu~ 
i sone parol in ral any 
ginoost mite to incre. However, the t 
wal amo cortsily bo abe to repre ruc 
discentent, 


The Eoonony 


a0, The Beiping regime hes stated thet the 
creation of a raodern, Industelaliced ecanatny 


of the eaattury. it regards this develogment 
as asseniiel to the transformation of Cate 
Tumiat Chins into a great power, To this 
ond, it te seeking ta creabe an. cconomy which 
will eventually be capable of providing a full 
range of rollitary and capital goods, and which 


would reduce Communist Chins’s dependence 


tn the SSH, ‘The Communists be- 


Chinese 
. .gam in 1081 te develop & Five Year Plen for 
chanscling 


their resources io the development 
af ener, exspecialiy heavy indlusiey. - 


SL. Shwe years 1930-1952 ware a rehabilitation 
period dusing which tha regime waa able te 
oelwin with velabively stall investments a 
subetential inorease in. outpot and generally 
to raise production levels io or above pre- 
Carununist feake, However, even afler dhe’ 








aEcEet 


fhe Inductrinl base re. 


ne ee ay an nin 
ber of such tnportast tems aa loeomatives, 
Sectric motors, and turbines; and only a sual 
uuinber af tha simplest typec-of machine tools, 
tte output in the baste steel ahd electric power 
industries was only about one-sixth that of 
Tapan. Moreover, while the Chinese Commu. 
nists hevt tremendous tumien rescence and 
substantial power and miineral resources with 
whish to build a etrang industrial base, tie 
quality and wlllity of these resources are iim. 
ited, Some 80 percent of the people are Dit- 
erate and about 8 percent are peasnnis or 
manist China has cnt of the greatest land 
areas in the world, bit aniy aboot 10 pereent 
fx ureter cultivation ad almest all the re 
mainder is unsuttetde for cultivation. Tf has 
subetantial mineral resources, but ainice many 
are af poorer grades oe in nceas distant from, 
railyoads acl tetustrial centers, their. devel- 
ca mre 








to be at leash 1.8 percent annually, in mids 
w5s the population was reconled at 962.0 
million in an aiticlsl census, and it will prob- 
ably total some 650 million ty 1960, 


a5. The Fe Feor Plan. In inkdigeg ihe 
regime, after cotusidermble deiey, adopted & 
euniprehensive Five Near Plan asrapaetn 
iBee Chart IL, cage #, for major goals.) ‘The 

Plan is fairly rudimentary, modifications have 
been introduced since tha bree alg and fat 


culties in drafting thelr plan. Tha delayed an 
neincennt wey citicially aliciivuted te the 
‘lack of rescures data, difficulties in the collec- 
Hon of atatistos, lack of skilled personnel, and 
inexperience in. handling Hie problems arising 
out of tapld development, 








$4, ‘The Plan calla foe & tote state eccoomiie 
aod social expenditure of 78.64 Willan yuan 
($32.8 billion). Finks for captial constieuc- 

inn, Le Dewestment in fixed aaaats, amount to 
42.7 Willion yuan $815.1 bition} and ere fo be 
apportioned as follies: 


Bilin Percent 
of Total 


® 

Fics! aa + 

&, Muikiged Uuutes L# & 
& Cocmmezes, Bas and 

3 —- 13 4 

7, Ober é t 

ar ite 


38. ‘The mal investment effort ix being made. 


in heavy industry. ‘To sapport the industrial . 


S OH gtion sind, to Ieee 
Shane, cus faalth, adocation, end ote sects! 
baie gr To achinve its goals in thee okter ia- 


jor sectons—seritaliues, Uhit industry, and 
trade the regime apparently plans to rely 
chiefly on organizational. changes and, in ihe 
case of agriciltione, on stimulated investment 
ly the peasant and the cooperatives. 


36, Basie to the fuliiliment of program goals 


paras 
dhis ent. the "transition to soctallerm” has been 
entered inte ageremively. Stale-controlied 
ohoperatives in aprionlture, trade, aint aredit 
have been organized, amd most of mindern 





' Converted: at the official Yale ig 3367 yee) 
‘while, hacen of probable avarraiuation of the 
guar, aversiates tie velae of the investunent by 
poualbly 20 ta 50 percent. 


ee 
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industry has been nationalised, A hard line 
vad plein) Adcsongll irate pag 
pleaded peerage ton ara 
me oo 
and food rationing hava beon intituted. 


St. The regime appears to have based fy in- 
vestinent plan on « realistic appealed of its 
costal of mainiand economis resqurees and 
of the avalinbility af Soviet creditz. Between 
1050 and Ui it appears that GNP increased 
by over one-half in constant prices, while 
budgetary revenues more than tripled and 
teached one-third of heGuP, ‘The moat mb- 
stantia? inerensés in revennes reflected “prof 
ie from nationalised anterpiizes, However, 
the regime's fulare program through i960 
appears fo contemplate «nach shower rise in 
the GNP and budgetary revenues, though they 
#1 omtinue to increase relative to GHP, will 
de so at a slower tofe, (See Chart IT, pegs 
aL) 





Aneor ‘ditng g te Be akisl Communist budget 
data, defenss and economic construction have 
aveounted for about 0 percent af total ex- 
year, Howe, a 


Y eactly 3 aries ss oot 
dve years. Le, eters scone’ ker a 
> THoreent and scuncenie comsiretion 26 per 
nervbt in 1886 defense ancounted for 24 pereeat 
_ spite the percentage decline, budgeted military 
éexpandibures In 1958 weee at the bighest level 
sinos the regime gained power, ‘The tmuin- 
tenance of military expenditires af the cur- 
rent proportion af the budget would appear to 
be consistent wilh the planned vate of seo 
morale growth. 


30. The fedustyiad outlook. During the fest 
Five Year Plan, the Chinese Communists plan 
3 ntrate on developing the capacity aad 
production of heavy industry. Consumer 
goods Industries are to receive only about if 
percent of the total industrial capital con- 








“Matern. indusiey’ le used by the Chicos Com 
Soundea to mean factory and mine production, 
eral 
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Bi] 


stenction funds. The 198 industrial projects 
joy which the Soviets have anounced that 
they wilt supply oquipment and technles 
guidance 





consittate, in cast, nearly heif of the 


indnatriniization prograan, Almost all are in 


” heavy Indastry and have been assigned top 


priorities in the aupply of domestic resources, 
While planned targets in other sectors may 
dndenga subsequent major revisions, thls por. 


tion of the Flan is the lenst Mhkely to be 


changed substantially 


40. Although mask ofthese 180 projects wil 
nob be completed during the firak Dive Year 
Play, andl seine of fly monk Smportenié ill 





Progra 

Anshan iron an ee pieces and the int 
ation of construction. of large iron and steel 
Oe ee ee 


conmpicte: dra} aluninam plant {except . 
Sor a email pice plank null by ae Sfadiomele * 
tela) and to datibie power generating capacity ; 


over Laue, 


4i, We belleve the Communist contel of the 
industebal sector af the economy is suMMalénily 
well developed. is Insure Hint winttever re. 
sources are avalluble will be directed to heary 
industrial projects. About 60 percent of in- 
dustrial output cones from nationaliced In 
dustties,. and the regime direaiiy controls 
another ZO percent thiaugh cooperatives or 


piseing of orders, control of banking, raw max . 


terial allcostion, dnd produst distribution, the 
apes effectively controls the output of 

ae privately owned sector, Only 
ih dies of Jes niall bccn Gee 
prises, which engage about 10 rmillion people 
fulbtine, hes the extenslon of slate control 
been delayed, Durhig the peciod of this eali- 
niate, the vegime will almost certainty farther 
ected its control over Industry. 
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42, We believe that the Chinese Commnnists 
will not achive same of the specific Iaiustrial 
goals of the Fiva Year Plen, particularly in 
pig iron, exude ater), trecks, crude oll and 


gasoline, and advanes mucking fabricating. 
They will probably not he able to develop cer- 
tein of thels planned capacities, The regime 
eas stot been abit to sce the planned 
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rate of ivvestment in fined assets, and 48 per- 
cant semanas to be made in the lest tro youre 
af the Plan period. Furthermore, unit costs 
for runw plant contruction have been excesd- 
ing: estitaates, and further sharp economics 
sili have te be effected if planned inveabment 
ts to prove adequate to realize constrintion 
goals. Moveover, becauie of & probablile over- 
statement of output of light Industries in 
1050-1054, we hellere that the planned rate 
of ineraass of production in light industry fa 
iruudequate to xealise the planned level of out- 
pit of consumer goods in 2057. Unie the 
ee a or ee a 
tien of cotton and otiew commercial crops, 
it will probably also fall short of some of tts 
consumes goods indushry goals, ‘We believe 
that the grou value of industrial output will 
inornase abenat 16 percent during the first Five 
oe 
b Aenegeiomant ie 





Chinese Communist indusiziad outout | 
av af tas penaant odSctal juessitit fo expand 
the volume of output, we ballewe probleme of 
waate will continue to plague the regime for 
many years fo come 

44. Manpower protlams, The labor foree is 
believed to tote) ancuimd 200 million, whilst: 


" would incline avcqund 06 pencenit of the males, 


and 86 pereent of Kw females over 14 years 
of age, ‘The nonfarm lebor fore numbers 
gnu osteitis peincdbs eigen 
4 mlition are government employers, 7 

a seas Ge ee ees ae 
tien are etnployed hy business and industrial 
enterptizes, and the remainder are salfent- 
ployed. in trade, servicet, and handicralt. tn 
dusteies, Gome 16 million of the nonfsrm 
labor force are directiy exiployed by the State 
in the inilitary, government administration, 





. aE 


and econamic & The regime claian 
that 59 zalliton of f the factory workers are 
currentiy ivy the industrial sector, 
an inereass of more then 4 milllin since 1949. 


Deen each ae bes 
ite huge population and of underemployment, 
the vegies sen ah eat ips 
iam ta a shortage of trained mntagerial and 

iehnical The Conumuniste tend 


to complicate thie problem ly seeking to in 
sure pallical eellalilty ax well 2 technical 
competence in their trained parsonnel, 


2s ee Comoe ee ee 


grams connacted with fachories oF with speci 
ste. Under the Wve Year 
Pian, tayo TOO students. anu 
11,300 sided workers to the USAR for tran. 
ing. ee 
to expand the educational system amd concen . 
trate shudent interest in technical mubjects. - 
The speed-ip hus produced poorly trained 


nests of the economy and the growing capac- 
iiy.of higher educational facilities, Peiping 
ow recognises the need for mare thorugh 
training, and bes adopted the Boviet five-year 
ther secondary shoot level, 


a7. Although at both secondary and higher 
levels. of educations a considerable percentage 
of. gradéates will ba drained off to stad! the 
expanding educational syetem, large nitmnbers 
af reasonably well qualified graduates will 
aventualty be svaliable te help the mgime 
carry ouk ite programa, We estimate that by 
1960 Communist Ching will have Ta0,0- 
W000 college graduates, an inerease of more 
than 460,000-500,000 over 1082. The recent 
development and plarnmsd expanetion of thy .- 
educational system may be san in the follow 
ing estimated enroihment fpures, derived fn - 
large part irom Chinese Communist. an- 
neuncements: : 
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48, icisine earch coi oe Coen 
Chine ta at e very low level. The baste potley 
’ fer wiiiaing Gomraunist China’s Enited po 
tential] In the sctemtiiie ficid Tey been to con- 
conteate cn training and on technical activity 
telated to industrial “While re 
ae tee probably increase slowly, 
sclenkific research and development will prob 
sity nt mask © vety egiufsicns eonsctoit 

the Commaniat Chinese effort to atten, 
conan ed milayeneueeny ding 
the period of this estimate. 


4%, Despite the in edtuestion, Com 


exparialon, 
rad eed ateeoelage. Retell raped 
e deficlencles in 





tochnictans. 

fected In errors, waste, and loses In produc 
Hon, sd will ie aa 
Comuumist progress toward Plan goals, Hovw- 

ever, it te uniikely that the shortage of skilled 
persoctial will cauat & major setback. in ihe 
progcain. 


S. Agricultural qutionk. Around 250 million 
acres, fomé 10 percent of Commune China's 
tund aren, ia uader cuitivalion. Although the 
Chinese Communists claim thet another Ld 
parcent of their fund is arable, this figure is al- 
moet corkainty too High. In any event, the 
hulk of auch land would require extenalve irsi- 
gation or would be relniively unprodyvelive be- 
cause of atch growing mensoné, px sols, OF 
age, the total acon ude ccope is the equiva 
tent of $80 million sorts, of which 400 million 
nerves ave in basic food crops and 30 million 
sores axe in technient and other miscellanesus 


"che major sourtes of capital, the 









ET 4 
crops. Tn addition Communit China has 
large grazing areas which are not efficientiy 
utilized, and extensive fresh water fishing and. 

Anny Cemiruniat Ching 


Sh. In the crop year 1094-1055, we estimate 
that the Chinese Conmmanists produced abaut 


1 million tona of cotton, as 
Communist claime of 119 and 1. zalltion tons 


provided the Chinese people with e bare su- : 
sistas standard of vir, acd the ink of 
the rew fibers for the damestic production of 
Cinthing. Bivertheless, the Cilnese Comune 
ae ection righ rag 
auibaral conmumodities which scoounted for 
aout two-thirds of total Chines Communist 
exports in 1884, ‘ 


&f, "Thee regimes ‘wus faced with w. tremendous 
Problem: in establishing control over the mil 
lions of individual peasants. Sine agricul- 
tural products directly or iredivestiy provide 

Riygroohapeiod 
obtain & maxim 


ae to support its industrialization sa pe 





<a ee ere 
solidading ita control, thie repinie sough? to 
tasatirniae tta take from the peasant primarity 

marketing policies, In 1056, the ; 
regina inereassd its pressive on the peazanta, 


_ Compulsory sales bo the state were imposed, 


aecomipenied by a continua of a maflore © 
wide tarnpalen to form mutielald teame In. 
onder to pool labor and equipmant om a-sea- 
sonal basis. By the eral of the year about 
one Hall of the HO mifion peamunt howsehotds 
had been organized inte such groups. ‘These 
teams were preaanted to the peasants aa 
method for inortasing catput by mutual zell- 
apt edl eh ie pe erased 
fires step toward agrienitural sociaiiz 
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Soviet and Batellite experience, socialization 
cael ooh organdie aaa aaa 





| 18 percent of peasant households had been 


organized Inte 670,000 coopuratives. However, 
there whe some uncertainty in agricultural 
golicy. Thus ins 1956, the ragine, as & yesalt 
ot peamnk ree ent to iseressed forced 
sales in & poor crop yea, fieed the quota at 
the 1904 level for a three-year period. At the 








56, ‘The period of ambiguity in agricultural 
sig was apparensity ended fn duly 1088, 
en Mao called for accelerated. socialization 


fod caxtigated those who had urged a slower 


pace. He attributed the difficulties In social. 


zation to erross in iaplementation. He urged 
rellance on energatie teaderahip to tpt 
Blspatch of several thousind cadres from the 
miminishrative cenfera ta supervise rural 





cadres in ustiing up cooperatives. 


88, Mao catlined a timetable under which 
half of the rural population would be orgen- 
iol In coopermtives by the apting of 156. 
Sorae of the cooperatives are to be consolidated 
inta largee units by this time. All of the fam 
populstion ts to be Integrated info at least 
small cooperatives by 1060. ac ataled, how- 
aver, that agriculture would not be fully tel 
joetivised ‘until the mid-1O70"s. 


gt. The regime has probably accepted the po- 
itieal and economia visha of relatively rapid 


 goctalixation in agriculture both became of 


doctrinal compulsions and because of the 
practical need to control production zuiticknt 
iy to mest Industriat raw muaterisi, export, and 





6 its. Taxes arud. 
forced antes tposed on individual ‘peasaats 
apparentiy could nob perform this task, The 


regime appears ta balleve that, conbaery te . 


ture. el poet vei yuan or 2 percerit 
of capital construction will be allocated direct 
ly to agrloulture, with sors portion of another 






tion, oe Allee onieata The Bree eae 
ren ii agricalbuce wi be by She pense a4 
The Plan calenistes peasant in- 
vestment far the five-year period at 10 billion 
yuan for new tools, replacemont of fined assets, 
and expendable asoute such as seeds exud fers 
dlizers. The regime intends to undertake 
re a8 the distribution of 
cropping, planting af high yield CTODS, end ex 


pending the asa of natural fertilizers. In 
addition, the regione intends to manufacture 








o8. We belisve tha Che Chines Communist: 
wil not achieve thair major agricultural goals, 
; im baste food arops. Although 
the regime is olanning to achieve a 28 percent 
fmerease in total agriouitural production, dur 
ing the Five Year Plan period, we believe it 
will be doing well to exceed a 10 percent in- 
eteage. In bask: food crops, we believe the 
hitese Communists will Inoresss production 
over the Plan period by about 4-4 percent 
rather than the 18 percent they ee 
‘This failure to achieve planned goals will 
the result of & number of factors oe cual 
ot whieh are: the regime will prob- 
ably not be able to insure that the peasanis 
make the investment expected of Chem; gav- 
amment investment will be probably tnacde- 
quate: and the collectivization program will 
en 








Sor ibd cents eu «3 
prodmates the estimated population 

but singe agricultural exports vonatitute less 
a aa the Te 














sEC: 


#inw can probably meet Its export goals, the 
proweds of which are vilel to the industrial 
program, though this might require grolars 
ayoeesing of domestle subsistence levels. 





goals. 

pped by ils inability to emplo: 

texial ineentives to obiain planned sa 

in productivity and continuing rapht urban 

are high, may minke 1 ditfoult to restrain 
sumption, Moreover, should farm. 

ek Cs aie ta een bees a 

have estlinated, industrixl goals wold almost 

certainly be adversely affected.  - 


41, Gutioak in tranegort facilities. etiass: 











- tdwt Chine jacks combicrewide modem trans. - 


port fecliitles, A rail net exists in the indus 
trish areas of Northeast China and raliroads 
extend to ahmost all other —, da. 


Communist Chins is apparent from A core 
parison with Tridia: 


" {Pogutation: SRE 000} 
POLO OG 
(Arent 
ARO G0G ang, Sd 1.200.000 n,m 
Ball Les 18000 el, Hie mi 
inkend Watet~ : 


#3. However, ‘cha Communixt Lae 
on which the Industrial sector of the economy 
b igaadradha depends, apparently have been able 
the growing military and economix 

ia. Based on estimated produc- 

en, fignres amit estimates af percentages of 
production carried by rail, we believe that ap- 
proximately i¢4 million tons of such bulk 
commodities as coal, construction materials, 
food crops, timber, amt ferrous metala would 


"Pree extimaten ate fubject to the qualitiestiona 
pretueed bo the table an page 12 


al | 


a 


have been moved by rall in 1964. In addition 
to the foregoing, the railroads almost cer 
tainly traneported substantial quantities af 
other goods auch a8 machinery, 

equipment, POL, and oomsumets goods. it 
showtd ba noted that large quantities of heavy 
bulk cargo, such as cual, were moved relatively 
ahoct distances* 


83, Existing rait facilities were used te near 
maximum capacity, The Chinese Commu 
nists have apparently attained a considerably 
higher level of car wi{lization than is current 
in US practice and slightly above that attained 
by the USSR, In 20 doing, rolling stack was 

‘hiv orerionded amd undermanitalned, 
with reserves apparently cut to a soinimutn, 
although the Communists have havé gered the 

capacity of rolling slock repaic and manufac- 
turing facilities, : 


#4. The Chinese Commvanists claim that the 
extensive inland water syaten: carried 20 mil- 





lion tons in 1954 by modern waterway truts- - 
port exclusive of Satie Tt is estinnated that -- 


Of thse 


the Yenptes and Peart River systems. “Inland 


waterways, although mot fully exploited, are 

a majoc transport facility for bulk traffic. 
Only 9 amall portion of thes radimeniary toad 
vet ie of alleweather type. Roada provide im- 


“ment in the northweet. Civil air transport Ja 


‘ USAF, axa the 
Thegity Lit rector for Intelligence, The Jolt Stat, 
Nee Ne ee cits fe aauteheat inaitigence 
adie wilh meUrnoy the: tonnage carried 


ty in tures of freight cars, locomotives, and 


athe factittes suiticent only to orkginale « - 


tonnage of about half txts figure or abowk & 
milion inetrie tome. Util etter Inteligence 
is ayatiokte, we belleve it can only be extianted 
that the aakusl fosmege originsled in Ee was 
somewhere between Knew wide cele, 
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sypatin | G 


lengely tinited to flights between Peiping and 
ard a few other cites; the elvil alr feet com- 
ee ee 





inlading bot niko nk Wafes and ora 
for moving hulk cargoes batween the major 
porte of Dalren, Tientsin, Shanghai, axl Gan- 





‘ton. However, ewanse of Chinese Nationalist. 


operations, all coastal freighters calling at 
ports from Swatow north to Wenchow are of 
non-Communist registry. Tn the Yellaw Sea 
aren coastal ahip offers an alternate 
transport facility to ease the pressure on, the 
single rail connection between Manchuria and 
North China. Along the southeast coast it ls 
the principal means of transport, Th te extl- 


‘forelgn fag shipping coated te oonalal teats 


carded about abvat 18 percent of a total of &3 mil- 


tion metric tons in 1984, ‘We are unable to 
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Hive TOTAL . ste vas ine 


RS coe ee ‘autee’ 4,008. grasa 


thr aa ld arrived ins Chines port Tron 9 nana 
Chivede pork. 


46. The fest Five Year Plas allocates 7 bilton 
yuan, o 18 percent of the total Investment in 
fixed ateels, for transportation, with the ma- 
jor ahare going to railroads, Some 6,800 kilo 
pooters of new trimk and branch: rail line are 
Scheduled for construation during the Five _ 
‘Year Flan. (Gee Map 1, for major projects.) 
In addition, approximately the same amount 
of trackage ie scheduled for logging lines, 
spurd, yards, and double tracking, A con- 
siderable proportion of this construction was’ 
Probably motivated by strategic aa well an cta~ 
nome considerations, In addition, the Plan 
calls for a total production of S50 locomotives 
and 35,000 Ireight cors during the five year 
period. 

&f. Plan goals for production of freight care - 
are protebl A geaigsanlt oe magn ng 
ome shortfall ia the locomotive program. 
This production of rolling stock, and ths ex- 






military purposes, 

newrly 39, Be fe: nb gecrg won 

program. ‘Trans Mongolian 
railroad, with a capecity when fully operative 
of about. 2.7 million costvic tons cach way per - 
year, which ‘will probably go aglaw 
earty in, 1966, will also lesen Comonrunist 
China's present dependence on seaborne trade. 
However, oven with this new line thea inter- 
ruption of seaborne trade would reduce Com 
maunist Clins’s forcien trade soffictentty to. 
css eerie Cems te ereiegamens p> 
eri. 
i. Foreign “trade and Soviet aesistance., 
Communist China is dependent on imports for 
aseential alements of its Industrial and railb 
tary programs. ee ee 
lion, of capital construction axpenditi 
der the Five Year Plan ava allocated for pou 
ports of machinery and equipment, while 
expanding industrial qutgut is Increasing im 
port needs for raw materials and other pro- 
duction sequinites. However, axept for grants 
and credits supplied by the Soviet Bide, Cam. 
munist China’s ability to obtain such goods 
is presently limited by its dependence on meri. 
chitural exports. Agricultural commodities 
ancounted for about two-thirds of total Chi- 
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nese Communikt exports 
Conimuniat ability to tule is also adversely 
adfected by the complete cltaure of tie 18. 
soarket snd by lesser resizictions malntained 
by oltier Free World counhties on exports to 
apparenty heaving dincites absorbing cer- 
tain Chinese Communist exports, 

86, Tha Chinese Communists amnourioed that 
thelr total foreign: trate in 1954 amounted ta 
the equivalent of maughly $3.4 bilifon. Al- 
though hey claim thet their foreign toads wer 
“tindatrentey in balances, we beliera thee 
wie probably an exces of inports covered by 
Sovet Bing creditz. While the netuce of such 
imports and Soviet properly anguired by euch 
credite in. HMM is mot known, there are indica 
tons that the total value could Have been ws 
nigh as S400 to $800 rniition. 





ingly arlanted toward tie Blo tn 1954. ‘Trade 
with tha Asian and Eoropean Satellites tin 


tried, t 

for ocak ties kite of Covesiaudt eels 
trade. 

Th Tn 1954 the value of Chinese Communist 
total trade with the Pree World was greater 
tian in 1982 and probably approxmately the 
sama as in 1053, However, there ware sharp 
increases in trade with Japan and Fakistart. 
The reconded exports of tha principal non- 
Communist cointetes to Comanumnist Ching in 
EOHE were: 





pide aces 

Ciylen .. 
Pramtt .o...- pista eget ts § 
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ies 


in 1984. Chinese . 


The tonnage of Free World exports to Com 
minist Ching hag increased steadily from 
407,000 tans in 1862 to 602,000 in 1083, and to 
BEGG tons i, 1554. 


92, The Chines Conmununists hove stated thet 
their forelyn trade in 1054 totalled over 9 mill 
Yon tons, We believe that this if an Ineo 
pickt Agtire, and that the total may have 
amotinted to hebween 10 and 11 mlllioe tome, 
About §.1 cllilon tons moved by sea, compared 
be. milton tons in ion. Aleoet ali of Com- 
riuntst China's trade with the non-Commu- 
fist countries, and aboot 25 pero of ite 
trade with Boe countries, was carried hy soa. 
The bulk of Communist Clina’s teacte-wikh the 
Bios wag carried oveciand. 


7S, To ment reyuirements of the Five Yeur 
Plant, the Chiness Comatunivte propose to in- 
papeebprgeac attra dard palace 





siete ins bass ents 
prebis beveee pmevea yee 
and hightr priced agricultural producta to 
Bloc countries because there is & question of : 
tie ability of the latter te alsorls each in- ; 


Hee. World has stininted Free Warld produc- 
tion and nse of substitutes tor some traditional 
Chinese  praduets, 
Td. Aithough fueveaned trade ‘with the: Pree 
World would almost certainly develop if pret 
ant trade controls were relaxed ty the level 
maintained with the Borepean Bloc, such i- 
creases wild piohably not constitite « sub- 
stantial reorientation of Chinese Cornmunist 
rads, Such. a relaxation of trade controls, if 
if included those of the US, would not greatly 
increase ¢ China’ ability to secure 
commeadities not now available through trans 
rae but ‘would permit an increase in 
cele net now open and would 
a Spthidlni pendent We be 
levé that such 2 relaxation of conirule could 
increase Communist Chines anna! import 
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capabilities by about £150 million, af which 
ahoué jod-thinds would be dite to ‘he deduction 

of U3 controbs, Tee taal of 9068 millon 

roughly equal to about a quarter Commu 

nist China's importa of capital goods, Inchxl- 

ing fron and steel, and about § to 10 peteent 

ot the adjusted veine of Communist China's 





7h. Balping hae exploited the don of trade 
controls to divide the WS from its allies ane 
has charged that US insistence on controls is 
responsible for economic dificulties in Japan, 
Thailand, the Philippines, and other Asien 
counting, Tf controls were relaxed, Pelping 
would continue ite propaganda campaign: 
against the TS, boi would seek to expand 
trade contacts with other Asian states, expe 
clally Japan, and would continue té use trade 
ad @ mbane of penetration and trade offers as 
an instrument for political warfare! 


7h. An increases in trade controls on Conmu- 
nist Ching alone by 





" cats 
20 percent of total exports, Shite feos meat 
kete are not believed to be readily axpandable, 
thls probable that Commumist China's impart 
oe re 


"ha palo efets of reducing trad cantios 
in SNTE 100-56, “Politial itects 
een uemoeraiat C Odittrols on Trade with Cam 
mounds Ohing,” 17 January 1, - 


‘ sReR: 





eT 19 
unless Sovist Bloc credits were increased. 


probably dgnificantiy 

China's infernal development, 
TY, Soviet credits have been an Important 
factor in helping Communist China obinda Ine 
ports, The value of somounced Soviet exm- 
nomic ald totals $450 milion, made up of @ 
se eee ens eee ain 190 aE 


and reconstruction, and a 
$130 mlliton credit extensted tn 1884, Ty ackil- 
ton, Chinese Communist budget. ennounce- 









baen $400 million. In 1085, the amount ap- 


parently was piles or with the major portion 
eariuirked for military purchases 
Military Situation , 


78. The power of tie Chinese Communist re a 


gine is baad on the strength of ite armed 
forsee and its great reservoir of potential raili- 
tary manpower, Since the end of the Korean, 
‘Wee, Communiss China has strengthened ard 


te @ larga extent modernized its military 


establbbinenk However, 1: cantina to de- 
pend on the USSR for heary armamenta, com- 
plex piper POL, and almost al naval 


72, APiwey. The Ghiness Comminist army 
comeista of about 2,500,000 men organized in 
pol yal aetlnerratabe a armored, 
i es ger eeny ee 
ellaneous unit Approxins: 
cent of army strong la tpeated in orth and 
Northeast China and Korea, and another 40 
percent i Kast amt Central South Chins, 





. Si ae ay See tote in te tate (Gm 


Map 2} 

a. Substantial = cyvernents in. organiza. 
Hon, equipment, and traning have been made 
sie the end of the Korean War. Actual 
airneih of most infantry divisions is eatt. 
mated at 15,000 men, and division organiza | 
Hien inclodes an artillery regiment of 26 feld 





- pieces, Tank regiments are belleved to be 


organic to the army troope of 2 ot ihe a7 
aroiles and to 16 of the 115 infantry divisions, 











a8¢ 


Standard armored division equipment, im 
cludes 20 medium tavke, & heavy tanks, and 
S ecll-propelied ganz. Twelve of the artillery 
divisions are field artillery, standard equlp- 


ment of width tochades 108 pleoms of calibers © 


up te 168 mm. Hower, the ameoméi of 


pment actually present in armored and 
aren nls bated to eset 


at, Ceraral aeany swore heed to be 





fixing the terme of servies and ratlonalbitg 
jnduetion methods. However, a igrificant in- 
crease in general popular disaffection, par- 
tieulerly amingy the peasants, might advemely 
atfent eee eo 


“of the Chiness 


arnusity 
number of men under 40 with no previous 
survice. 


a. By 1080 the army is expected to have com 


ardisation of light weapous af Chinese Cora- 
munist manufacture and heavy armaments of 


Soviet manufacture will be virtually complete, - 
srinerability to at 


84, Chinese Communist 
attack Kee cauteed them to place conederable 
on entiaiverstt defense, Most com- 
bat divisions now include antigireratt Detial- 
ions for local orobection. Five antlaireratt 
divisions and some 19 independent antiniz- 
craft regiments heve been Ideritifiad, Fire 
contol equipment, especially radar, appsare 
toheinshortaupply. With expected Increases 
in equipment and further training during the 


period of this extimate, the Chinese Commu- 


nista will probably develop & substantial antl- 


alreraft capably 





abiding Teel a tna tiewa an actioned 
total strength of 4.270 planes (inchuling 1,485 
jets) and. abeat 80,000 personnel. Through 
1900 the orincinal offensive ale weapon will 
pel gener giddy oi 
eoneista of an estimated S10 BEAGLES and 

which willl probably veach approximately 


500 by 1966, Although presently satloned . 


rainiy in hues near Kora and Tatwan, this 
bomber force could bey redeployedt so ag to, 
reach any target in Asia nocth of the Malay 
Peniivinls and the southern: Philippine. (Set 
Map 3) it ts handicapped by Jack of combat 
experience and fighter escart capability. Com 


munist China has only. 10 piston medium 





pombe (BULLS), and is expected ta have no 
more than. 60 by 1960, ‘These could reach 


. forgets as far away as Guam and Singapore, 
Tk will probally not acquize its frat jet . 


roediam, bombers belave. 1060, 
86. Communist China's ait defense ca) 


- Mew miutiniy bv the eatimeted 1,178 jek fighters, 
pists, ‘This 


axel ity core of combat veteran 
foree is conahiered combat-ready under ‘visual 


remaining piston fighters with Sovist jets 
shouid Be completed hy mid-18ed, and the de- 
velopment of an all-weather force will probe 
ably begin shortly thereafter, Some 570 all- 
weather fphter may be added to Hie aly farce 
by mib-1980. ‘Tobel Sighter steength will prob 
ag Ho a oveievelbeltentiad debate 
in wid-1058, Deaplte difficulties in 

ton and supply, Cononriba Chica hat grail: 
bce ata 

ares opposite Taiwan, 


ay. Navy, itt id afd and tealunient edvice 
of the USSR, the Chinese Communist navy 
hex reached = present modest strength of 4 
destroyers, 15 dubmerines, 50 patrol escorts 
ami gunboats, 114 motor torpedo beats, 19 
mining vessela, and $8 amphibious craft. A 
number of small Soviet vessela may recently 
have Geen delivered t® the Chinese Commie 
nighs along with the transfer of Port Arthar, 
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a8. Although there am duileations that the 
SSH tay tueve recently helged the Chine 
Communists launch an accelerated program 
of navel construction, the development of the 
mavy through 1960 will probably continua te 
depend primarily on material received from 
fhe USER The Chinese Communists will 
conlingsa to possess suificlent air and naval 
a ee 

aiiphitisgs opertionas in the 





’ Theceumay Tor 
Talwan Straits and offshore island areas pea 


vided the U8 does tot intervene, They will 
develop # capability for medium range sub 
marine operstions and will probably further 
develop their wine warfere and surface capa- 
bilities for conducting defensira operations in 
coastal waters, These factors, coupled with 
existing abr power, will probebly give them 

Suriig the peciod af this estimate a significant 


capability to oppom hostile forces operating 

in oustal waters, 

$0, Naval alr force strength (included in 

paragraph hg al reg elt ag al 

anne, ‘The development af Ching (orn 

mmuniat naval aviation haa recently received. 
emphasis, | & 


as of amphi nag ans 





fnee with jt area Heing given high pri- 


90, The Chiness Communists have sufficient 
conventional enmphibious typs ships to provide 
it for 3600) to 48000 adh with pome 
armor, aupporting weapons, aid Mraited trans- 
portation, of & niacin af 70,000 lightly 
armed infantry troops, As of midt066 the 
Chinées: Communist merchant marine in- 
Hide 111, veole (1,000 GRY upward) total 
ing 278,000 grees fons with an estimated car- 
go capacity of 417,000 Jong tons, Utilization 
af this shipping sould provide additional litt 
for about 200,00 troops. However, eongider 
ing the special problema of phasing, control, 
sax protection of forces peculiar fo ay am 


SECR 


sageet . at 


ed seecibindp Sealngeh 


assault force would be United ty "15,000-~-100,- 
0G tropa. 


1, Nuclear comebiiities. We have BO évi- 
dence that Communist Ching possesses any 
suickear teapune, oad te baa wig & pelrnteere 
motley tesearch eapabdilty, However, if the 
USSR were to provide the necessary equip 
ent an tech intete 





next few years suid to tenn Chinese Couunu- 
iist atomic seientiste could, if carried gut, 
lead 12 4 smoall Chines Communit. nuclear 
research program by 1060, Thig.ald appears 
ft he of mviat use in mich flelds ag medicine 
and biclogy, and additional Soviet assistance 
of a different natura ard on a scale much 
larger Mian announced wouki be required to 
initiete a, mucleay weapons or power program. 
Communist Ching in 1960 

o2, Through 10, the Chines Communist 
economy, barring such unforeseen, contingen- 
clea aa & major war or = gerles of natural 
disasters, will probably have continued to ae. 

pani, although at = lower rate than during 

the first Five Year Plan, The bulk of modern 

industry will probably be state-qumed and - 
qiost peasants will be in sonra form of cooper 

ativé. Profan 1962-1900 Communist Chins 

‘will probably have about tripled its sleetric 

power output, more than doubled its coal pro- 

duchon, knd inercaged the raloe of it mia- 

chine industry seem bea and one-half times. 

However, oven with fiese subwtandtiel in 

oreages, ‘Communist China’s industrial base 

will Yemaln smell, Crade skeet prodection 

Brobabily will tiot im move than § million torus, 


leveL® Tks estimated electric power outant of 
about 21 billion BWE will be 39 billion KWH 
Below the i0S¢ Japanese output. Moreover, 


“WSeo nobe to tabla one nage 12, 
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at beet the rate of increase of agricultural 
evar gal cP Areeggt nie a 

of popalation. Under these circumstances, 
the regime will continue to have great dita 
enlty in meeting its increesing Investment and 
export requirements, Finalty, continued de- 
pemdétios on ihe sources outside Communist 
Chins for a wide mange of complex industrial 
iteras amd a shortage of skilled technicians 
will complicate planned economia develop- 





China will sill suffer from military ‘weak 
neoses, particularly al defense deficlencies 

and Tack of at eiaquate indigenous arma 
manta tase, Chiesa Commundsk dependence 
on the USSR for vehicles, POL, and almost alt 
will continwe 


ably be self-eificient anly in light weapons 
and indivitual equipment, 
04, ‘The vonteol system will be under inereas 
ing pressure, tn particular, jnereased de 
teaends for food will conflick with the regime's 
program: {6 develop large remarves and ty it 
erente exports of foodstuffs and tha acreage 
devoted to ininairial ops, Although the re- 
gimme seight make some modifications of its 
investment program in the event of a series 
pr preci senedbad prgeetc metas pate 
manent goods, tf probably would not 





iy to decline further among peasants and ine 


4 ROOT 4 
tellenttiads, etd the party itself may lose nel: 


of the exprit thas characterized thy revolution. 


ary period, 
i, SINO-SOVIET RELATIONS 


0%, Dising the past tive yeavs the relationship 
between Comitiuniat Ching and the USSR has 


BEG 


t : P| 


become a concert of interest and action in 
which @ subitantial degres of mutual depend- 
afite has dav ‘The two allies are inked 


not only by ideological bonds, but by common 
terdepend- 


boalility to the 0S, by a military in 
ence invelring Communist China's 


manpower | 
and strategic location and the USSH's Indus- 


trial and technical capabilities, and by the 
immlual advantages of concerted diplomatic 
and “revolutionary” activities, While we be- 
Heme that policias af mutual omer are 


rasa ah aie 


Mescow for arms, Industris] resourses, 

lochalce! aettaroa wae caus ts Ge oe cena 
to gira Mosctew’s views great weight on mejor 
questions of global policy. But Pelping’s tac- 
Heal position in many aress probably gives it 
considerable potential for influencing Morcow, 
98. From the b the Chinese Commu- 


nist regime escaped Satellite status both be- 
cates of the sige and rennitere of China and 


ee ee ee 


through is own efforts. The Communist 
Chinese rote in the Korean War gave Commru- 
fist Ching additional bargaining strength in 
dealing with the USSR. 

SY. Siete late 1O8G Soviet writers haw ac 
comled Mas apectal honor for his santelbattons 
to fhe “treasury of Marxism-Leninism” in the 
Bea of strategy and tactics for revolutions 
dit “colonial aid seteienionial” countries, 
‘Ther were indications in the iate summer of 
10S of uidatal Soviet salicihousnens tawanis 
the Chinese Comununists in Malenikov's pabile 
veterans to the “new situation in Ada” eree 


China's stature in the Bloc wea further ott- 


’ hanced by Molotor’s subsequent reference in 


phi pak dle the “wortd camp of socialism 

and democracy” 2s “headed by the USSR— 

or more corpeskly suid —. haaced by the Saylat 
Tinian and tte Chinese People’s Republic." 

ee ae 

Hal sourve of Triction bebween tha at 

tien. Sinne the 18th century, Ching hae re- 

garded ‘Tanne Tarn and Outer Mongolla as 

Chinese fencdiiony, Altheugh fie Chhinase Lies! toa 


tT 





a ae Sle 


fa 
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munista now appear to have occepted Soviet 
ee ee 

ive about 5 imei in Sinking 
. and poaeiiily akout the recent Soviet interest 
-in developing previously neglected regions 
adjacent to Sinklang and Manchuria, How. 
aver, the Boviel withdorwal 
trom Dalren end Pork Arthur indicates that 
the Soviet tfeadership has taken steps to reduce 
ae ee 





areas, 
oo. Buccs acpiceande cic adic 
shaban aera Then: have prob- 


vist eit to Communist Ching’s industrializa- 
Hon, and the Chines Conumeniste have al 
most certainly pressed for much pgrester ald 
than, the USSR ia willing to grant, 


100. Although thete is no evidence of serious 





eT . ps 


I0%, Dusing the period of this estimate, Com- 
wunist China's power and Ite potential for 
pursuing cotrees of action which could con 
fet with Soviet interesty or desires will 
Probably inerease, Contnunist China wilt 
probably exert an inerensing influence on. 
Jsien opinion Indepenitent of thet exercised 
by the USSR, The growth in Chinese Cart 
tunish prestige might encourage some Chi 
nese Communist leaders to attempt to aetend 
nhinese influence over other Aslan Communist 
parties beyond the point desired by the USER. 
However, no major differences of interest in 





103, For a consilerable time te come mutual 
advantage, the existence of common enemas, 
avd a single ideology will almost cortainiy pre- 
7all over laneex considevallons ta preserve close 
to be zelatively impervious ta cutalde mani 
lation. Fetping probably believer that its alli- 
ance with the USSR prevented UN forces from 
US trom action ageins| the melniand, The 


the need for continued protection ttl thelr 





_ aut: powor its tha Far East fs week Further 





the recent return of some Japanese Conma 
nist ieaulers fom Communist Caine. The 

ipparentiy control the 
Malayan Communist Party, tuk their infie- 
ence on the Indonesian Communist Party may 
be offest by long cetabliched channels lending 
to Moscow, 


it. The intenaliy of the “Wherste ‘Taiwan 
movement in Communist Chine on « number 
at occasions may heave created apprehensions 
willingness aluce the Bandung Conference to 
wae diviomati¢ teoties to further thelr abjec- 
tives in Taiwan probably indicates that this 
Donsibe <etturenge of expan ik mk. xae ES 
serious source of Sino-Soviel friction, 
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He Therefore, ab least through 1960, Petping 
will atmost certainty adhere to the alliance 
A lessening of East-West tenslone would prob- 


‘ably not significantly affect Peipiag's estimate 


of the eontinued need for the alliance, and 
Might case preaure in Sine-doviet economic 
and iniiiery negotiations. A heightening of 
pessehing rape ee esl igimerar lel 
allianedt, bat would SER 


smi fo frre the secslty af the Peas : 
regis. 


Ti. PROBABLE CHINESE COMMUNIST 

COURSES OF ACTION IM ASIA 
105, In pursuit of ity hase foreign policy aime, 
Peiping will, during the next five years, orob- 
ably concentrate on eliminating the Nation- 
alist. governments and gaining control of afl 
Nationalist-held territory, alimigating West 
ern {and expecially 118) Influence and power 
in, Agia, extending Hs own inffvence in the 
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ara, and achieving acceptance as the legitl 
male government of Chinn. The Chines 
Communists probably belleve thal Hime is an 
their site, This conviction fs baset on a belief 
both. in. te ulticnate victory af the world Cone 
munies movement and in the power af hina 
under strong central government, Leninist 
dootvine and thelr owa interprstation of re- 
cent events have probebly convinced them 
that flexibility amd even tactical tetreats will 
The Chiness Communist Estimate of 

the Situation 
18, ‘THe pe eae oe 
Prauaat ie MEN Detotna ahh peniie ted tore 
eign policy objectives Is ite estimate of prob. 

able US actlons and reactions, If probably 
seuddecs the uitiaais UB objective ts Asia © 
be the elimination of the Chinese Comanunist 





apeinst | 

me the use af nuclear weapdrs. th probably 
further estimates that an overt Chinese Come 
mndet attack on any other nonVormunist 
Aston state would alee entail risk of US mil 
tary countersution apalnst the China maln- 
Jand, Tt probably also estimates that an overt 
attack by the Viet Mink against any of the 
ulochinage sistas | retalt in at least 
local US military reaction, with such reaction 
particularly Hlely iin the emse of South Viet 
nam. The Chines Communists probably also 
gatimate that US military capabilities for the 
concentration and effective application of 
forés it, ihe ayess cf Korea, Talwar, Tndo- 
china, and even fhe Chine mainland ane atl 
aiperior to Gisir own. However, there alist 
cortainiy remain twilight areas in which thay 
arg uucertaln ag to the intention or the ability 
of the US to reach, a¢ in the event of attacks 
on the Natiouslist affshore islands or intensl. 
fled sulversive affors in nom-Conmimist 
states. 
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i0H. Moreover, the Chinese Communisie proti 
aly estimate that thay have certain adwar- 
tapes over ihe US in any primarily political 
straggls in Asia, They almost certainty be- 
theve that the prestige of Comununist China in 
Asia will increase along with the mllitary and 
esonouik: streng 


thelr view differences among the non-Com- 
trunieh powers on Asien polley will make it 
difficult for the US be taka effective mneasires 


they probably estimate that anki 
eit Dae, ard pationalist sentiment 
wil continug ta ald their aftoria tn diacredit 





malke it leas flexible than their own: 


a ee 
nista may 3 that serious obstacles 
exist ta the extenaion of Haier power: (a) in 
tet non-Commmnist states in Asta, nabion- 
ailzm is the dominant force and mast leaders 
of these states recognise the threat of a donee 
tic Communist movement to thelr Independ- 
ences (i) dieite occasional biped yeaa 
otfers of techulend and asteriel ald, Chiness 
Communist expital resouress are ingufacient 
te help these countries gratify their desires for 
industrial joioser 4 and (c) less ienpor 
tantly, in several of these sects countries, 


-the influential. lotal Chinese community a 


atill regarded with envy and suspicion. 
1. The Ohiness Communiets are probably 
wot fs concerned with the present strength 
of SEATO as with the future pomibility of an 
expanded and strengthened antl-Commnrinist 
hoo in Asia. ‘Their apprehensions on this 
aeore probably center on Japan, in their view 
the only Asian power which might signifi 
tantly augraent. antl-Communist power in 
Asia during the period of this estimate. The 
Chinese Communists probably also view Tadla 





iT 

















as a. rival tor Asian: leadership. They ‘prak 
ably also eutimate thai India would resent a 
substantial extensiins of Conmmoniat inflmeriea 
in South and Southeast Asis anf he alienated 
by overt Chinese Communist aggression in 
these areas. Pelping apparently tecla that an 
aitthide of outward reepect for the positions 
oe ee 
Arr thelr passivity amd a tendancy to 
think in terms of Asian solidarity. It appears 
to bellows alla laser ag gone 

airs ta "thon tive 
tae kal fo help allay Asian de 









_ prime 
ernst of Peiping'’s motives. 


UL, Tn Communist China's view the probable 
hase hostility of France, fia Netherlands 
Portugal, and probably even the UE is un- 
Ukel? to be effectively minifeated because of 
thetr potlthea) and mlitery wealtnessas eu, 
to 6 lesser degree, beans af their desire foe 
frade with Cotmmunist Ching, Chinese Com- 
giundat hostility to these ecumbries has there 
fore beutt subordinated to hostility to the TIS, 
‘The Oninese Communist regiine probably cath 
mates that so long ax 1t exercises restraint 
toward {ibese countries, bey can be of conte 
siderable value to it, both in trade and in 
inducing: the US to modify its policies In the 








Main: Unes of Chinese Comeunist 
Foraign Policy 


11%, Traving the period of thla estimate, Fei- 
ping will almost cortalniy wish fo avold serious 
saalitasy | involvement with the U8. Bor this 


eh “five purheiplles, teat wibresibed to by Chow 
and Weber fy Agett tea as Kit qitinerad peleselyien 
goreming Sine-Indlan relations, ware defied. xe 
wath nepeck fot auch other's trcitoriad in- 
tegritt and sovereignty, a. Hon 
tnberterenme in each otters Internal affairs, 


* Alb eeportadiy eerie at 
Netve's inalatenae, the peinelples ane vandal 
Conmiles cliches, Hrvape tad 


aheeiy resenting 
in Bowles teeatios Hoth wilh Mitdonatio® Chine i 
1648 aed with Cowumunist Chine f 195%. Binee 


sited tees, the Deinaizii have best maer siheas 7 


af Peking diplomacy and have teas sulieerthed 
by. Ne of Buona nnd Al Scarce of 
Trdonesla in ioint commoniqnes with Chow as 
well ur by Ho Chi Minh ané te US8i, 


SEC 


26. 


seacon, we believe thait Pelping is unlikely to 
initiate open hostilities with ite own. farces, 
except perhaps against the offshore islands, 
Pelping ehecnty oid la be wnllbaty fo en 
courage the 39°: "h Koreans or the Piet Minh to 
wndertake § military action because 
ib would probably estimate that auch action, 
could nok be carried out without ultimate 
large-scale invalvemiont of Commune China. 
with the US. Bowaver, during the period. 
Feiping will probably encourage expanded 
guerrilla activity in Indoc Aitiongh, 
Peiping will probably sontines bo sanction 
other guacdiia movements nove in exisbeeues it 
is unlikely, at toast i the early part of the 
period, lo provide the support neccesary Lor 
jJarge-seule eoqnanston of these activities, 


11%. Although the Communists muy again re 
aott to military action whenever they eatlenate 
thet the benciite will outweigh the military 
disadvantages of such action, Feiping will 
contivue to pursue policla emphasing po- 

filial pathor than sititoey exfion ax kong 25 
its objectives are acceptably served by this 
oeuna. ‘The tajor factor in toda considera 
Hon will be thee estimate of tha ik af 
baleen Marra tha. Commmanist 





puree « polfey of “competitive comistence 
with the capitalist bloc.” The Chinese Come 
tunisia wil endeavor fo have iieir approach 
to internatonal problems characterized as 
comailatory said exible, bot joink Bino-Baviet, 
policy iL in feck penmnlt no toejor concessions 
to the Went. Moreover, both parties may feel 
that the development of oteasionul crisis stu 
ations would weeken the diplometin position 
af the US and ahtengthien neutral, withont 
seriously prepudicing their awn “oooxletence” 
gesture. Communist China will ales be waiter 
sone pressure, mote so than the USSR, fa 
peanitaction crises in ihe axtarel affaics to 
provide 4 pretext for imposing mew poxduclion 
aut austerity drives. at home, For these rem 
suns, we belleve that althwipgh Pelping will 
continua to profess support for the “five pri. 
ciples” there will be Hewes when Jt will aszert 
ike power calantatiously, bul within the gen- 


fe 








affirm its particular claims and pretensions. 


114. By 1960, if Communist China follows 6 
course of palitital rather than military ection, 
moat non<Oommumist countries wil probably 
have recognived Pelping end established nor- 
mal sconomic relations with Conmmtinist 
China, and jt eli probably have been accepted. 
into the community of mations as the major 


. Asian power. In tis situation, ity posltion 


in tha Sino-Soviet Ble will have been en- 
hanced and the Chinese Communists will 
probably haves a greater degree of Rexihility 
in theit relationship with the Soviet. Union. 


‘145. Feiping’s diplomatic activities on behalf 


of the Blow polley af “competitive coexistence” 
will be comeentrated in Asia and the Middle 
Bast, where them 1p a disposition to accept 
cua oe 
gotinist China's role in this effort wilt be to 
play up te neutralist and nationalist senti- 
ment in Agia; to mentpulate the Indochine. 
areal Taiwan issues to divide the West: and to 
exploit rulnersbie aspects af intra-Adien tela- 
toma auch as HOK-Japanese and Tndian-Paki> 
stand tersions:. ‘dhe Chinese Comninicts will 


alot certalniy continue their afforts to dix 


credit US actions and motives throughout 
Aste, insisting thal US polley ls disguised 
evlonialim and iv directed toward @ war in 
which “Asians will be uted toa Sight Asiana.” 
Th particular, they will attempt to frustrate 
GB efforts to develop « basis for niitary coe 
operation amoriy free Asian states, Felping 
will erophasize the advantages af technical 
aud economic abaittarice from Coommunist 
countrics as well de “mutual self-help" among 
underdeveloped countries. They will also seck 
a reduction in Western military, commercial, 
and other privileges In tha ara. Chinese 
Communist propaganda on these themes will 
geek primarily to keep antidomminist Asians 
on the defensive over the issues of “colonial- 
fen while the base for fubore Communist 
advances is strengthened. Communist Chinn 
will mneourage wherever pouitls the forme 


‘ton of popularfront bype governments in 


which the Communist influence would be slg- 
nificant arid the Chinese Commimiut pattern 
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seguet _ 24 


- eral tntta of Blow stextegy, ime order to re 


of amticolonial “people’s democracy” stusited 
and admired, While to the US Peiping policy 


TORY appear uncompromising, to many Asian 


states it may appear conciliatory and Heaibic, 


118, ‘The pauihility of a Communtst-initated 
war in the Taiwan Straita, Vietnarn, Lacs, 


. and even. Kotea will continue to exist. More- 


aver, Peiping would almost certainly react 

with fores if Communist control of North 
Ruces or North Vicinam wate serionaly threat 
ened, ‘They would almost certainty retaliate 
to any sharp incresse: In the level of National 


{ot attacks against the mainland. 


Specific Courses of Action 
1iT, Teiwon, Feiping is committed to the. ~ 


“Hberation™ of ai Nationallst-heid territory, 
and defies the Talwan iesue ax an Intermal 
ant in which Jorign interference will not he 
tolerated. For the period of this extimate, 
hewever, Chines Coremunist courses of aco 
tion. toward the offzhore iniinds and Taisen 
will be detetmined largely by thelr estimate 
of US reactions. 


11a, Sloee the Bandung Conference in April 
LaS6, the Chinese Communists heve attempted. 
to advanem thet pach ‘ Nationalist-held - 





wan “peacefully, if poms * should not be 
in’ a8 Bn abandormment of its heave 
objective. Chinese Communist efforts will be 
concentrated om reducing morale within the 
Chinese Natlouel govecniment and within the 
maltland Chinese community on Taiwan, in 
the expectation that Nationaligs leaders may 
ultitnately be induced to negotiate with Fuil- 


ping over Talwan's assimilation into Comimu-* - 


nist China. The Chinese Communists will al- 
so continue trying to force US agreement to a 
ite ae oo 
US military protection from Taiwan, 

148. The Chinese Communists will prouat ; 
continue thelr buildup in the area opposite - 
Talwatt and the offshore islands iy onder fo — 
ineréase pregsite on the US and to weaken 
miorale on Talwan.. While the Chinese Co 
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mumists probably do not intend to attack Tal. 
war 9 long an the U2 maintains its commit- 
frente to the Nuttonalists, they will almest 
eertainiy conduct probing operations agairab 
the offshore islands, Uf the Chines became 
covinced that the US would act sesist In fhe 
defense of these islands with Us own forces, 
they probably would attempt te selze them, 
Showdd Peiping’s forcea auceeminlly copy 


the Nallonallst-held offshore islands ‘without 





120. Endochina, " We betiews that the inmnve- 





china wee secured at Geneva ‘tints tie Vint 
‘Minh were grimted full central of North Viet 
nam Pelping may have believed that it also 


received sm comumnitment for the de- 


implied 
_ livery of South Vietnam in Toly 1956, and that 


in any “vent cormiltlona had been createdt 


which would make ib difficult for the UB to. 


nese Conmmunlete new eotitiqats thet the US 
would make a ateong effort to frostrate an 
extension of Cotamuciat controt tp the south. 


121. Tn conjunction with the Hanoi regime, 
Feiping will conlinus its efforts to expand 


Comanmist inftueme and control in South 


Vietnam. ‘Through coercios, sibrersion, and 


propaganda the two Custimunist regimes will © 


attempt to discredit and undermine the au- 
thority of tiie Diem goverment, and to em- 
barrase that government ard the US on the 
question of nationwide clestions, In aclition, 
the Chinees Communists wil continue cain 





rows the “Western nations and. the pial 
neatvals, Ever if the Viet Minn are delayed 


in achieving & setilement, by elections ar 
othecwias, favorsble to the extension of thelr 
contro! over all of Vietnam, the Chinese Cona- 
muniats probably will not encourage the Vist 
Minn to renew open hestilities, However, at 
soma point they probably wilt encourage in- 
creased Viet Miah a Ruerria activity in Gouth 
Vietnam. Thelk actions beyond that oiese 
would probably depen on the effectivennes of 
Dien’s counteraction and the respons of the 
US and the SEATO powers. 
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122, In Cambodia and Laos, the Chinese Com 
munists will combine pressure and baduce 
ments to eocourage nentralist sentiment, ta 
weaken tes with the West, and to stimulate 
sobrersion of the free governments, We he 
Meve tat if the Pathot Lao position were 
threatened by Royal Government action, Fel 
ping would encourage the Viet Minth to assist 
the Fathet Lac to the extent necessary bo pre 
serve the Fathet position. It is lesa Uhely 
that the Chinnse Communists will enqgurage 
thea Pathet Lao to undertake aggressive rolli- 
ment aren, ab least while the International 
Control Coremission remaina io being and in 
the absence of greater evidence of populas 
support for the Pathet Lao within Laos 
Should South Vietnam fall to the Vieb Minh, 
Communist support for subversion and para- « 
military bata a epedla Cambodia 
12%, Korea, The patos Communists, in 
common with the USSR, hope ta secure a with- 
drawal of UH forces trom Fores, and a reduc. 


‘Hon of TS influence there and eventualig to 


subvert the ROR. Ax a means of putting 
presmure on the US to withdraw ite troupe, the 
Bios will probably urge new negotiations on 


unification amd “relaxation of tensions” To 
further this end, there may be additional with- - 


drowala of Chinese Communist fortes, The 
Communists will almost certainiy refuse any 
settlement ie Korea which endatgers Commit 
nist control of North Koren of fella to offer 
better prospects than at present for = 
Comnmunist control of all Rares, 


124. Jape. Commroniat China seks tn fore. 
atail the teainergence of Japan 2 9 major 
miliary and political power in Agia and, in 
the short run,.fo weaken Japan's links with 
the US by Se meee Us-Japaness poliey dif 
feranes. Feiping’s tactice will probably cam | 
tinge to rely upon the manipulation of domes 
the ta the policies of tha Te 
conservatives, the lnducaments of Sino-—Japa- 
tea trade, and the application of direct pres- 
Stes Upon the Japanese government, Com 
mmimist China will probably bet able to increase 
serogficial contact with Japan through treds 
and cultural missions and will probably alep 
up its campaign to ee relations. 











128. Commumsist Chins wilt probably continos 
to support tie current los of the Japanese 
Communist Party in avolding acta of violence 
and meng S00 ed aitnleor However, 

qorecnniend underiake 





the present pole of pening th expansion 
of unefficid relations with Fuiping, Comm 

nist China might pubilely rewert to the pod 
tom that Japan ia e. major Uireat ta peace 
and lewich a campaign of threats ad intiml- 
dation designed to reinforce leftiet opposition 
withic Fagan, 

138. fndia, Althoagh Communist China al- 
_ most certainly regards India 26 a rival, it will, 
- ab least during the next. fro of tires years, 
probably seck to ancourage India's present 
: ee 





and the Middle East, ciipayf alaady ra 
will streas thove interests {¢ shaves with India, 


amd will probably keep ita attempts to expand 
ita influence in the. TndeTibetan border area 
just short of the point where the Indian pov. 
ernment’s antagonism could no longer be con 


1%. Burma, Tn the next two or three years 
it wih probably be Peiping’s minimum ob- 
feotive to prevent Byems from abandoning 
ite presant neuttal position. Beyond that, 
Communist China will be working te distort 
Burma‘s neatrality, by « ing tighter 
Burmese bonds with Communist nations, ‘The 
‘threat of ite military power will continue to 
reinforce a China's diplomatic cam- 
peign emphasizing offers of friendahip and 
peaceful cooperation, Peiping will alennat 
certainiy attempt to exploit Burioa’s inanclal 














tee ees 
128. Indonesin. The Evionesien Comonunist 
chess 8 aber lila hobs eeaerapel 


se Cates GL ee te estate 
by emphasizing a “pesesful” atiitude for 
Ward the Indonesian goverment, Comm 
waist China will probally continue ite efforts 
to enhance the chances of PEL participation 
in a national front government by iteelh ap 
pearing to support Indonesian. nationalixt 
objectives. Bres # the PRI were excluded 
froma. the sow which will come 
inte office in the spring of 1956, the Indo. . 
nealan Communists would probably be en- 
couraged by the Chinesr Comumtinists to cone 
tinue working for e popular front primarily 
propaganda, 


by pensiration, and organiza 
128. Mateyo. Cotaniinist China probably 
hopes, hy Malayan nationalism, 


encouraging 
to fever a British withdrawal from Malaya 
ee aay ee Ge 
Gommunist prestige. Felping prolably ecll- 
mates that {te capability to achieve this end 
4a andianced by the continued eolondal stabs 
of the ares, and in Singapore by the predenti- 
tient overstas Chinese population Peiping 
swill almost certainly continue to sncourage 
Mainyan Communists fo work for popular. 
front porernments, to extend conteol over 
Chinese youth and the labor movement, and 
to maintain their gueceilia organization, a 
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